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DUNLEAVY COMPANY P.C
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INDEPENDENT AUDITORS REPORT

Member of

PWMCO LLC

We have audited the accompanying statement of financial condition of PWMCO LLC as of

December 31 2008 that you are filing pursuant to rule 7a-5 under the Securities and

Exchange Act of 1934 This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this financial statement based on

our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to attain

reasonable assurance about whether the financial statements are free of material misstatement

An audit includes consideration of internal control over financial reporting as basis for

designing audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management as

well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of PWMCO LLC as of December 31 2008 in

conformity with accounting principles generally accepted in the United States of America

DUNLEAVY COMPANY
Certified Public Accountants

Blue Island Illinois

January 27 2009



PWMCO LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash and cash equivalents
Receivables from broker/dealers

and clearing organizations
Receivables from customers
Other assets

145834070

1000060
41723
31635

TOTAL ASSETS 146907488

LIABILITIES

LIABILITIES AND MEMBER CAPITAL

Accounts payable and accrued expenses
Payable to customers

33106
145885829

Total Liabilities

Members Capital

TOTAL LIABILITIES AND MEMBER CAPITAL

145918935

988553

146.907.488

The accompanying notes are an integral part of this financial statement



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2008

NOTE SIGNIFICANT ACCOUNTING POLICIES

Organization The Company limited liability company was organized in the

state of Delaware on January 15 2003 The Company is registered as

broker/dealer and an investment advisor with the Securities and Exchange

Commission and is also member of the Financial Industry Regulatory

Authority FINRA The Companys principal business activities are the sale of

securities and providing investment advice

Securities Transactions Commission revenue and related expense arising from

securities transactions are recorded on trade date basis which is the same

business day as the transaction date

Securities Marketable securities are valued at market value and securities not

readily marketable are valued at fair value as determined by the Managers The

resulting difference between cost and market or fair value is included in

income

Estimates The preparation of financial statements in conformity with generally

accepted accounting principles requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Cash Equivalents Cash equivalents are defined as certificates of deposit and

U.S government obligations with maturity date of less than 90 days when

purchased by the Company and those securities registered under the Investment

Company Act of 1940 which are comprised of cash and other short-term debt

instruments and are commonly referred to as money market funds

Concentration of Risk The Companys cash and cash equivalents are on

deposit at one financial institution and the balances exceed the federally insured

limit Due to the strong credit rating of this financial institution the Company

believes it is not exposed to any significant credit risk to the cash and cash

equivalents



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 312008

NOTE 2- AVAILABILITY OF FORM ADV PART II

The Companys Form ADV Part II is available to the Companys investment

advisory clients upon request

NOTE 3- iNCOME TAXES

As single member limited liability company the company is not recognized

for federal and state income tax purposes as taxable entity Therefore income

taxes are the responsibility of the individual member of the Company

NOTE 4- CASH AND SECURITIES SEGREGATED UNDER FEDERAL
AND OTHER REGULATIONS

Included in cash and cash equivalents is cash of $25808278 and U.S Treasury

securities with market value of $42899283 which have been segregated in

special reserve bank accounts for the benefit of customers under Rule 5c3-3 of

the Securities and Exchange Commission

NOTE 5- INFORMATION PURSUANT TO FINRA CONDUCT RULE 2280

An investor brochure that includes information describing the F1NRAs Public

Disclosure Program will be made available to customers of the Company upon

request The FINRA Regulation Public Disclosure Program Hotline Number is

800289-9999 In addition the FINRA Regulation Web Site address is

www.finra.com

NOTE 6- RECEIVABLE FROM AND PAYABLE TO CUSTOMERS

Receivable from and payable to customers include amounts due on cash and

margin transactions Securities owned by customers are held as collateral for

receivables Such collateral is not reflected in the financial statements



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 312008

NOTE 7- FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company enters into various transactions involving derivatives and other

off-balance sheet financial instruments These financial instruments include

exchange-traded and over-the-counter options and securities purchased and sold

on when-issued basis when-issued securities These derivative financial

instruments are used to meet the needs of customers and are therefore subject

to varying degrees of market risk In addition the Companys customers have

sold securities they do not own and therefore will be obligated to purchase such

securities at future date

When-issued securities provide for the delayed delivery of the underlying

instrument As writer of options the customer receives premium in

exchange for giving the counterparty the right to buy or sell the security at

future date at contracted price The contractual or notional amounts related to

these financial instruments reflect the volume and activity and do not reflect the

amounts at risk However since the Company enters into the aforementioned

transactions only for the benefit of its customers the Company does not bear

any of the credit or market risk of those customers with the exception of the

risk to the Company encountered during its normal course of business as noted

below

The Company has certain other transactions which in accordance with industry

practice are not recorded on the statement of financial condition These

transactions include commitments to enter into future resale and repurchase

agreements The Company also borrows securities on behalf of its customers

and pledges securities against those borrowed securities

In the normal course of business the Companys customer activities involve the

execution settlement and financing of various customer securities transactions

including those previously noted These activities may expose the Company to

off-balance-sheet risk in the event the customer or other broker is unable to

fulfill its contracted obligations and the Company must purchase or sell the

financial instrument underlying the contract at loss

The Companys customer securities activities are transacted on either cash or

margin basis In margin transactions the Company extends credit to its



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 312008

NOTE 7- FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK Continued

customers subject to various regulatory and internal margin requirements

collateralized by cash and securities in the customers accounts In connection

with these activities the Company executes and clears customer transactions

involving the sale of securities not yet purchased substantially all of which are

transacted on margin basis subject to individual exchange regulations Such

transactions may expose the Company to significant off-balance-sheet risk in the

event margin requirements are not sufficient to fully cover losses that customers

may incur In the event the customer fails to satisfy its obligations the

Company may be required to purchase or sell financial instruments at prevailing

market prices to fulfill the customers obligations The Company seeks to

control the risks associated with its customer activities by requiring customers to

maintain margin collateral in compliance with various regulatory and internal

guidelines The Company monitors required margin levels daily and pursuant

to such guidelines requires the customer to deposit additional collateral or to

reduce positions when necessary

The Companys customer financing and securities settlement activities require

the Company to pledge customer securities as collateral in support of various

secured financing sources such as bank loans and securities loaned In the event

the counterparty is unable to meet its contractual obligation to return customer

securities pledged as collateral the Company may be exposed to the risk of

acquiring the securities at prevailing market prices in order to satisfy its

customer obligations The Company controls this risk by monitoring the market

value of securities pledged on daily basis and by requiring adjustments of

collateral levels in the event of excess market exposure In addition the

Company establishes credit limits for such activities and monitors compliance

on daily basis

NOTE 8- NET CAPITAL REQUIREMENTS

As registered broker/dealer and member of the Financial Industry Regulatory

Authority FINRA the Company is subject to the Securities and Exchange

Commission Uniform Net Capital Rule rule 5c3 -1 which requires that the

Company maintain ratio of aggregate indebtedness to net capital as defined



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 312008

NOTE 8- NET CAPITAL REQUIREMENTS Continued

not to exceed 1500% In addition net capital as defined shall not be less than

$250000 At December 31 2008 net capital was $956917 and required net

capital was $2993080 The ratio of aggregate indebtedness to net capital was

4692% At that date the Company had net capital deficiency of $2036163
Effective January 2009 the deficiency was corrected When the deficiency

was discovered the Company properly notified FINRA as required

NOTE DEMAND PROMISSORY NOTE

demand promissory note agreement with lending institution states that the

lending institution will provide loans to the Company at floating rate equal to

the greater of the rate in effect for the type of loan provided plus 2% or the

lending institutions prime rate plus 2% All loans provided are payable on

demand The agreement also states that any loan provided will be collateralized

by securities owned by the Company or its customers However those loans

provided to finance non-customer Company balances will only be

collateralized by securities owned by the Company The loan outstanding

pursuant to this agreement at December 31 2008 had principal balance of $0

NOTE 10 RELATED PARTY INFORMATION

The Company is single member limited liability company and is wholly owned

by Mac-Per-Wolf Company In addition through common ownership and

management the Company is affiliated with Perkins Wolf McDonnell and

Company LLC Perkins LLC an investment advisor The two Companies

share office space and employees In accordance with various written

agreements the Company has agreed to reimburse Perkins LLC for specified

expenses For the year ended December 31 2008 the Company incurred costs

totaling $1228136 for compensation of shared employees and $51465 for

shared facilities In addition at December 31 2008 the Company owed Perkins

LLC $12000 relating to these expense sharing agreements



PWMCO LLC

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 312008

NOTE 10 RELATED PARTY INFORMATION Continued

Effective December 31 2008 these agreements were terminated Beginning

January 2009 the Company is responsible for its own employees

compensation and related benefits As of January 27 2009 the Company has

not implemented any employee benefit plans The Company has entered into

lease for office space See NOTE 11

NOTE 11- LEASE AGREEMENTS

On January 20 2009 the Company entered into noncancellable lease

agreement for office space that expires December 31 2012 The minimum

annual rentals under this operating lease exclusive of additional payments that

may be required for certain increases in operating and maintenance costs are as

follows

Year Ending

December 31

2009 35029

2010 61701

2011 63552

2012 65.458

Total 225340


